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Food Prices and Inflation in Tanzania
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Abstract
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1. Introduction
%+ &1F"($+"%+M+1("$.%*"% &' +"&1" & 14T [&YH'S:M+1(%.C"/.M%)+M)1)/&M"*) C&M3"M) IM+%1"&1"

)4"($+"/&-9IWWL'K"($+"+M)1)/3"+1R)3+-" (%) LANERY6)>($".1-"C)>".1-"(.?C+"$+.-C&1+"&14C.(&)1"
($.("%-+.&1+-"MC)'+"()"(Stithorities’ &1-&M.(8&2+"(.YF+(")4" X" *+0bM+1("*+HEE ML ($+") L'+(")4"
($+"FC)?.C"4&1.1M&.C"M%& &'K"$)>+2+%K" ($+"/.M%)+M)1)/&M"+128%6) L/+1("$." 2+ M)/+"THMS"/) %o+"
2)C.(&C+Q"'8%)>($"$." ACHM(H.(+-".1-"3+ %9} IB&1%"& 14C. (&) 1"+-F+-".2)2+"IL"*+%M+1("&1"/&-9
ILLYQ™7("-%)**+-"2.MA"()"C)>" &1 FC+"-&F& "B AULLKN?+4) %+"%8& &1F"'$.%*C3".F.&1"&1"($+"($&%-"
NH.%(+%") 4" ILILK"%-+.M$&LF"MC)'+"() (I #9MH/"& 1" ($+"($&%-"NH.% (+% Fittied AB Q"™ ("
($+"(&/+")4">%&(&1F"&("&" HIMC+.%">$+($+IPNBFIYGANE14C. (&) 1"$. " Yo+ MS+-"&("*+ A" 1-">&CC"
(H%1"-)>1"&1"($+"4&%'("$.CA") A" IL!I") A o$4HID6($+06"& LM%+ '+" %+"C&A+C3Q"B$.("&"%+.)1.7C3"

%o+(H%1"()"($+"2+1&F1"&14C.(&)1.%3"+12&%) 1/+1(")4"($+"+.%C3"ILLL"&"H1C&A+C3Q"

$&")%+"2)C.(&C+"+128&%)1/+1("/.A+"t&httal bank’s decisions both more difficult and more
M)1'(%.81+-Q"E)/+")4"($+*&MAIH*'&1"& 1 4ACAR)E)1"BCT .(XC&(3"MC+.%C3"%+4C+M("-+2+C)*/+1("&1'
($+"FC)?.C"+M)1)/3"99"/)' (") 228)H'C3"($+"% &P RUFC. 1-"4H+C"*%&M+'K"&1"ILLY". 1-" F.&1"&1"
ILIK"()"C+2+C™"1)("++1"&IM+"($+"/&-9IWZL' Q" BFPAT" ($+"&1&(&.C"&14C. (&) 1.%3" +44+ M(")4" ($+'+"
+6(+%1.C%&M+"$)MA™S)HC-"2+" MM)//)-16HS. (") 1+(.%3"*) C&M3"$)HC-"C&/&("&(+CA4"()"

1 AZLF"HY%o+"($.("($+"+ 1 HE&LF"+M) 1-9%6) H1-"S84-¥)81"> F+" 1-"*06&M+" 96+ %+ &' (+-"C+("($+3"

P+ M)+ 2+-+-"81") [+ (&M"&L4C. (&) 1"+6*+M(.(Q)L"M+1(%.C"NH+'(&) LK"$)>+2+96K"&"$)>"IHMS$")4"
($+"MH%%+1("H%F+"81"&14C. (&)1 "%+ GE3HE(+BbL" CEM()%"™.1-"$)>"HM$"&" M(H.CC3"."
Qo+4C+M(&)1")4")/+'(&M"4.M()%" & 1MCH-SILF) T4EMBT( LM+"($.("&"())"C)) +"F&2+1"
FF%-+F.(+"H*C3Q™ 74" ($++"C.((+96"4.M()%" BAEGHIH($) %&(&+""$)HC-"2+"++A&LF"()" (&F$(+1"
N)1+(.%3"%)C&M3"/)%+" FFY%+"&2+C3I PSS LK -+ *&(+"FC)?.C".%A+("M) 1-&(&)1'Q"

708" 1)("($HHY*) +1) 4" ($&"* *+ %" ()" - 28 (M +" &/ +-&.(+"*) C&M3I " NH+'(&) 1'Q"[.($+%"& ("
M)1(%&?H(&)1"&"()" (%o+ 1F($+1"($+"@.1A") 4% NI A& (3"()"-)")"23" M) L (%&?H(&LF"()"($+"
+2+C)H/+1(")4" "M)$+%-+1("+/*&%&M.C"4%./+>)%A"4) %" ($+".1.C3'&")4"&14C (&) 1.%3" (%+1-"&1"($+"
+M)1)/3Q" E*+M&A&M.CC3K">+"++A"()" 4 BAXT)HELO&M"/)-+C") 4" ($+"&14C. (&) 1" %) M+""&1"

11518 K" 1+ ($.("2)($"&-+1(8A&+" ($+"*%& LMK BY(BH +(+%/81.1(")4"&14C (&) 1"&1"($+"+M) 1)/3"
1-"($.("HC(&/.(+C3"+96) 2&-+" " P18%"-+2+C)*&LF")*+%. (&) 1.C"&14C. (&) 1"4)%+M. (&1F"/)-+C">&($&1"
($+'@.1AM4":.1;.1&."($.(".%+"M.*.2C+") 4" AFE&TF) C&M3"-+M&'&)1")4" ($+"D) 1 +(.%3"S) C&M3"
#)&((++Q""

S Yo+ &L-+96")A"($+"* F4%" M) 1'& (V4" ($%++"1. &1 +M(&) 1'Q 71 E+M(&) 1"1">+")MH/+1("&1")%+"-+(.&C
($+"%+M+1("$&'()%3")4"&14C.(&)1"&1":.1;. 18D HIYAN 4" ($&".1.C3'&"&" ($+"-)/&1.1("%) C+"
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P G MH -+ CHS S0+ &L (S5 *+ 0K ($+0+ 1 BN AMN) 1 (%) 2+%6'&+""HI6%) H1-&LF" ($+"/+. HYb++1(")4"
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*C.3+-"23"4))-"*%&M+". 1-"($+"M)'(")4"/) 2& 1 F"46)/"*%)-HM+%"()"M) 1'H/+%Q"" C($)HF $"&(""$.%+")4"
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MC)'+"()"XL"*+%6M+1(")4"()(.C"M)1'H/H(@BLK %" ($+" &1FC+" ORI EL(K">&($"+1+%6F 3" 1-"
(%.1%)%("M)'(". MM)H1(&1F"4)%"."4H%($+%" WINS@MYL(J2+/?2+%"ILIK"3+.969) 193+.%"&14C.(&)1"
&1"($+"4))-".1-"+1+%F3"H?9& 198MMS+-"1JQN". 1-"TWQI\"%6+*+M(&2+C3Q
T1"E+M(&)1"]">+"-+2+C)*".")-+C")4"($+"($%++"MI)D4"$+.-C&1+"&14C (&) 1K"1./+C3"4))-K"+1+%F3"
1-"M)%+"&14C (&) LK">$+%+"($+"C.((+%"&" (&R SH *&Y%&M.C"/)-+C"&" & 1" ($+"(%.-&(&)1"
F*HC.%&;+-"23" +1-%3"OILLIP". 1-")($E)N-+C"&14C.(&)1"&1".1")*+1"+M) 1}#3# Hendry’s
M.'+K"($+"0="99"." . 1M$)%+-"&1"($+"C) IFBEHEIZB'Y'&-+")%") 1+(.%3"4. M()%") 1" ($+") 1+"

$.1-" 1-"HH*C39'&-+". 1-"Y*+1"+M) 1)/3" % &M+".9%28&(%. F+"4.M()%") 1" (S HBANQC 3K ($+'+"

N)-+C" Yo"+ (&) (+-"H1-+%"2.%8&) H" &-+1 (&4 3LIRNKHEY1 " &/*) +-") 1" 1"H1-+%C3&1F" (%HM(H%.C"
2+M()%"+%6%6)%"M)%%+M(&)1"/)-+C"OaU#DP"-+4&1+-". 9%)H1-"M)&1(+F%.(&) 1"%+C.(&) 1" ($.("%+AC+M(
&14C.(&)1".1M$)%'Q""54(+1K"&1IMCH-&1F"& 1 KK S-HBIBCL (Y1 "+NH. (&) 1"&"+'(&/.(+-"." " &1FC+"
+NH.(&)1"-+%&2+-"4%MAGen’s (1992) w+.A"+6)F+1+&(3"%+ (%&M(&)1")1"($+"H1-+%C3&1F"aU#DQ " B+"
V(S 06).MS" $H%+QMEHM(&) 1" ")A"(S+"F HIUE (R (&/.(8&) 1"%+HC(". 1-"($+"
4&1.C"+M(&)1K"E+M(&)1"X"M)IMCH-+"2B8"FOGIIR 1.%3") 2 +%2. (&) 1" ?)H("-+2+C)*&1F".1"
)*+%.(&)1.C"4%./+>)%A"4)%"$)%(9(+%/"4)%+M.'(&1F")4"&14C.(&) 1Q™

2. Inflation: stylized facts

I"#$%8&!(")*)'+,$-)"./) %(01/2"
"M)12+1(&)1.C™(.96(&1F"*)&1("4)A (B3 &")4"&14C.(8)1"&1".CC)*+1"+M)1)/&+"HM$".":.1;.1&."&"
($+'E.C(+%"E>.1"(>)9+M()%"4%./+>) %AK"&1">$&MS" ($+")2+%.CC'O$+.-CE&L+P*%H&M+"&1-+6"&"-+4&]
F+)/+(%8M.CC39>+&F$(+-".2+%. F+")4" ($+ *YBIAHQP(%-"1)19(%.-C+" O P"F))-""HMS$"($.("
2. L 2287 ">$+%0+"($+"+6%) 1+1(" 9o+ "+6*+ 1-&(HY%o+"$. %6+ + I+ " (&/+Q"":. A&1F"C)F".1-"
-8AA+%+1 (& (&1F">&($" %o+ +M("()" (& +K " SHETRMBDACH060)6&/ . (+-".".">+&F$(+-".2+%. F+"
)4"($+"+M()%.C"&14C (&) H%.(+
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the new 2007 HBS, which is based on the UN’s Classification of Individual Consumption by Purpose (COICOP),
1)>"&1MCH-+"1Hl&holic beverages in the ‘food share’ but excludes food consumed outside the home in
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“We are not aware of any comparable work for Tanzania but variants of this class of ‘multiple determinants’
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4)%"D);./?&NH+"?3"0?&-NDNZPd"4)%"D.C&". 1-"#3$.-"?3"<&)HA'OHIIZPOIL!'P"%+"*+M(&2+C3d"4)%"=+13."

by Durevall and Ndung’u (2001); and by Loening, Durevall and Birru (2009) for Ethiopia. Animportant
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PR 1)(+( %6844 %") ($+9%6"%+CH+2. 1 (*U&M+">+-F+K"&IMCH-&LF"(%.1%)%("M) (Q™ 74" ($+"C.((+%" %+
)2+%" (8+K". 1-"C+((BLFFL)(+"($+"+*%+M&. (&) 1")4"($+"1)/81.C +44+M(82+"+6M$. LF+"%. (+K"($+"
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+/.1-"&1"($+"-)/+ (&M " +M)1)/3Q" 51" ($+"-+/. 1-"&-+"&("&""M)12+1(&)1.C"()"4)MH") 1" ($+"

+(+%/&1.1(")4"O+6M+"P".FF%+F.(+"1)/&1.CI1-¢/)1"($+"H*C3"&-+K"."%.1F+")4"4.M()%" . %6+"
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M)/ &(&)1")A"$+.-C&L+"&14C.(&)1"2+(>++1KHEPBE&L &M +'C"4)%"4))-K"+ 1+0%6F 3K". 1-"M) %o+ "*%6&M+"
O($+"%+&-H.C"&(+/P"HM$"($.(K™"
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SEHYH 4" 1" Uot1)(+"4))-K"+1+06F 3", 1-"M) %+ *%&MF L0, 06+" ($+">+&FS$(")4"4))-". 1-"
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($+"+M()%.C"&14C.(&)1"%.(+'K"
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,CC"($%++"H?9&1-&M+"&1"(H%1"M.1K" & BHYEAMEEMI I+ &1 ()4(9C+".1-"1)19(%.-. 2C+"
M)#)1+1(Q"

71">$.("4)CC)>">+"+'(&/.(+"OIP". 1-"&("+*.S6HPOM)/*) 1+1("4) %" ($+"£%&)-"4%)/"G.1H.%3"ILLI"
()"GHC3"ILIK"2H(">&($)H("&/*) &LF" ($+"98Y [TRIV) " ($+"H?29M)/*) 1 +1 (" &/*C&+-"23"($+"
>+&F$('Q"7-+.CC3">+">)HC-"2.'+"YH%". 1. CIENME'C) LF+%" (&/+"+06&+"2H("4) %" %+.) 1")4"

[+ HY%++1("+%%)%K"-& MH"+-"81"-+(.&C"& 1" **+H"EECTI& ("> "H1>&"+" ()" H'+" ($+"* % &M+"-. ("
24+4)%+"ILLIQ™ 7 1-++-K"($+%+"/.3">+CC" (& CRM&D! %6 &)H"/+. HYb++1("+%%6) %" &1" ($+"-.(.">+"
V' HHK 4. MO %" ($.("($+"@. 1A". 3" 1++-"()"M) L' &-+%" " &("-+2+C)*"&("&14C.(&)1"4)%+M. (& 1F"
1+($)-)C)F3Q™"5H%" (%. (+F3" 4P & LF " HM$ *06) 2C+/"&"'-& MH"+-"& 1" ($+"* *+06">&($")/+"
AHY($+%6"-+(.&C " Yo+ +1(+-"&1" **+1-&6"7 TOV@RAGYOHS+"+M) 1)/+(%E&M".1.CI&'K"$)>+2+ 06K ">+"
o+ +1("($+"2. &M "4+, (H%+") 4" ($+{BINB1&) 1" +6*+06&+1M+"&1".1;.1&.Q"

304'$*("5*."),$1+")*4"$, #"-1%& 1*(* #6"7887"9"78::"
Table 1.1-" Figure 2 'H//.%8&;+"3+.969)193+.%"&14C.(&)1"%. (+")4"($+"%+2&+-"#S 7" 1-"&("4))-".1-"1)19
4))-"M)#)1+1("'4%)/"G.1H.%3"ILLI"()"GH1+"ILIADL(&C".%)H1-"ILLX"$+.-C&1+"&14C.(&)1">."
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F96)>($"&1"($+"C) F* &M+ KRR ($+%">)%-"/) 1 ($C3"&14C) (BI@Ys"H1-+%'(. 1-"($+"H1-+%C3&LF"*.((+%1"




+6(%+/+C3"(.2C+".%)H1-"($+"*) C&M3"(. Yo F SENHKIKE 4(+9%6">SEMS" & ("P+F&L™ ()" (Yo+1-"H*>.%-"
($%)HF$"()"C.(+"ILLWQ" +.-C&1+"&14C.(&) 1" 4L HRIBB "SH+1"&("$. "%& +1" . F.&1"2+%3"$.%*C3Q"

$+"(.28C&(3")4"$+.-C&1+"&14C. (&)1") 2+ (S4&)-08CHY6*6& &ARFEI2YC. (&C&(3")4" ($+"

4)%"4))-".1-"1)194))-"&1-&M+"()"/)2+"&1")**)' &(4%&M(&)1™) 2 +%"HM$") 4" ($+"./*C+Q™"71"* %(&MHC . %K"
H1(&C"ILIL"1)194))-"&14C.(&)1"%. (+"(+1-+-"§) % CB">$+1"($+%6+"> " "*&A+"&1"4))-"&14C (&) 1K"
1)'("1)(&M+.2C3"&1"ILL]".1-".F.&1"4%)/"+ % C3"(LCY(+" ILLWQ™E)"/. %A+-">." ($&" (+1-+1M3"($.("
&1"ILLJOL_"1)194))-"&14C.(&)1">."1+F.(&2+K"/+.1&1F"($.(" ($3"HIBYBNL) 194))-"&(+/">+%+"

*)'&(&2+"M)%%+C.(&)1"2+(>++1"4))-".1-"1)194))-"*%E&M+"&4"H%?.1">) %A+%""++A"$&F$+%"1)/&1.C">.F
&1"%+*)1'+"()"&1M%+.'+-"4))-"M)'(Q""E&/&C.%C3K"&4"$&F$+%"4))-"*%&M+"-%.>"($+"4&'M.C". H($) %0& !
2H-F+(.%3"/+.'H%+".&/+-".("/&(&F .(&1F"($+"&*.M(")1"$)H'+$)C-'K"&14C.(&) 1.%3"*%+"H%+"/.3"
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To reflect this ‘partial tradability’ of food we model domestic food inflation as a function of both

O+ (&MMH**C3"4.M()%'K"/+."H%+-".""$)MA"ZF+C-'K".1-"&1(+%1.(&)1.C"*%H&M+".%?&(%.F+"M)1'(%.&1("
)*+%.(&1F"-&%+M(C3"($%)HF$"4))-"*%&M+" . 1 (R HESM4NKCIF % &M +'K"&1"+.M$"M.'+"& 1 (+%/+-&. (+-"
23")2+/+1("&1"($+"+6MS$. 1F+"%. FBS&EMS") A" ($+'+"-)/&1.(+"-+*2-"1)("RH'(") 1"($+"+2)CH(&) 1"

)4")+ (&M 1-"+6(+%61.C"M) 1-&(&) 1" PH JICEB+"-+F %++")4") *+11+"()" (%.-+"&1"4%*Q
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&4"-)[+'(&M"4))-"*%&M+"%&'+".?)2+">) % C-RUEMH) %" ($+"+6MS. 1F+"%.(+K"4))-"&/*)% ("' >&CC"
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%o+(.&C"4))-". 1-"($+"M)'(")4" &1 (+%%/+-&. (4" Q1A -"*06)-HM(&) 1" HM$". " 4+%6(&C&;+%Q"
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C+""&F1&4&M.1("- [+ 1&1F"+44+M(")1"-)/+ (&MAG)E)L"O($+"M)+44&MEH1("&")1C3") 1+"($&%-"."C. %o F +
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some that don’t (most notably charcoal and ."H?'(.1(&.C"'$.%+")4"$3-%)+C+M(%&M"F+119%4&)1PQ
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($+"-)/&1.1("4+.(H%+")4" ($+"+1+%F3"*%&M+"%+F%+"&) 1" &" ($+"+6(+1("()">S&MS$"-)/+'(&M"&14C. (&) 1"*Y
2%+". 1M$)%+-"()"($+">)%C-"*%&M+"&1-+6Q"":$+"+%%) %" M) %%+ M (&) 1" NF) + AAENBEAFPB" %) H 1-"
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(+'("4)%"M)&L(+F%. (&) 1"2+(>++1"($+"2.%8. 2CHPF SV %o+"7OIP"&1"C+2+C™. 1-"(.(&)1.%3"7OLP"
A(+%"48%'(9-8&44+%HI(B&FE)%+"M)L(.&1".(")'("(>)"M) &1 (+F%.(&1F"'M)/?&1.(&)1'Q"":$+"(%.M+"

(& (E&M"(+("%+R+M("($+"1HCC")4"1) " M)S& BB RP") 1" ($+%+"2+&1F" " &1FC+"M)&1(+F%.(&1F"
0%6+C. (&) 1'S&*"2+(>++1"($+"($%++"2.%&.2C+ Q" $&"&" " Yo+*)%o(+-"."($+"H19%+'(%&M(+-"M)&1(+F%.(&1F
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Table 8"%+%)%("'($+"2.%&. 1(")4"($+"+%9%6)%" M) UbA&I(&) L4NH-+C "+ 06&M+" . %) H1-"($+" %6+ (%&M(+-"
M)&1(+F%.(&LF"2+M()%Q"<+28&. (&) 1")4"-)/+'(&M"4H+C"*%&M+"4%)/"($+8&%"C) LFO%H1"SSS"2. CH+" %
NHE&MAC3">&($". %) H1-"IL\")4" ($+"-+2&.(&) 1"4%)/"+ NH&C&?%&H/"+C&I&1L.(+-". 4(+%") 1+"/)1($"O'++"M)Cl
g'hPQ"™#)CH/1"glh" HFF+'("($.("-)/+' (&M"*%&M+"%+(H%1"()"($+&%"+NH&C&?%&H/" &F18&4&M.1(C3"/)%
>$+1")/+ (&M %&M+" %+"2+C)>"($+&%"+NHECEPHAREAES. %6o+".2)2+"O($+"+92.CH+"&""LQL_PQ""
90)H1-"($&"+%6%)%9IM)%%-+M(&) 1"+44+M(" (G- TSMB(984 M) 12+1(&)1.C". 1-"M) 1'&' (+1(">&($"

Yo+ HC("+C'+>$+%+"&1"($&"* *+06Q": SH"> ) P EBPA(O%H1"*+06'&' (+1M+"&1"-)/+'(&M"4H+C"

*OH&M+". 1-"."29%6).-C3"3//+(%&M.C VB  E6MS. LF+"%. (+"/)2+/+1( Q™



)4"($+"2.%&.(&)1"&1"M)%+"&14C.(&) 1K" (Fate AN LR Yo/ ()" ($+"(+6(?))A"-+' M%&* (&) 1")4"M)%+"
&14C.(&)1"?+&1F"-+(+%/&1+-"+"+1(&.CC3") 1" ($+&HQ""D) 1+(.%3"4.M()%'K"?)($"($+"-+2&.(&) 1"4) %"
N1+3"/.%A+("+NH&C&?%&H/".1-"&1"*.%(&MHC.%"$)%(9%H1"/) 1+(.%3"F%)>($"/.((+%"&F1&4&M.1(C3"4’
&14C.(&)1Q""71"M)1(%.'("()"4))-".1-"+1+%F3"*%&M+'K"$)>+2+%K">+"-)"4&1-"+2&-+1M+")4"")/+" (&MA&1-
M)%+"&14C.(&)1")*+%.(&1F"($%)HF$"($+"4&% ' C.FK¥ B ($HFS"&1"NH. 1(&(.(&2+"(+%/"' ($+"&/*C&+-"
*+00'&'(+1M+"&1"M)%+"&14C.(&)1"&"'/1&1&/.CQ¥ 7 U&A&(&)(L C.FF+-"4))-"*%&M+"&14C.(&)1"0.1-"()"."
IHM$"/&C-+%"+6(+1(K"C.FF+-3*&1%F- (&) 1P"+6+%(".">+. A2+ H4& M(") 1"M)%+"&14C. (&) 1K"
M)1'&'(+1(">&($"($+"(%.1/&"&)1"/+M$.1&["-+ MWPEH'E+M(&)1"1".?)2+">$+%+"%& '&1F"4))-".1-"4H+C"
*Q&M+""NH++;+"($+"fbd®share of consumers’ budgets transmitting a negative demand impulse
)1()"M)%+"&14C.(&)1Q™

S+ 24+ 1M+")4". 13" H*C39'&+"4.M() %" &1"-+(+BAG)2EA"& 14C. (&) 1" & & HPKUES) HF " ($&".3"

24" H+"()"-+4&MEHIME+"&1"/+. HYb++1(Q " FPBIHS. . ("C+. ("($+"(%.-. 2C+"$.%+")4"M)%b+" % &M+"
SYHC-"2+"(&+-"($%6) HF$".%2&(%. F+"()" ($+&%" MO 1186 &M+'K " 2H("4) %" ($+""H?9. FF%o+F.(+"."."
>$)CH'>+"$.2+"2++1"H1.2C+"()"&+1(&43" . "V)@H 63"%-+.C"+6MS$. LF+"%%. (+'%+C.(&) 1'S&*">&($"

>$)C+.C+H0&M+"&1-&M+Q"'B+"$.2+".C")"1)("3+("HMM-++-+-"81"&-+1(&43&LF"."%) PH'("/+.'H%+")4". 1"
JHEH(F.*'4)%"M)%+"&14C. (&) 1"02+3) 1-"($H EADENAZYALLF" ($%0) HF$" ($+"/) 1+3"-+. 1-"+%6%6) %"
M)%%+M(&)1"(+%/P Q" --%o+"&1F"($++"H*C3" QUH"8IbR) %&(3"&"H+"4)%"4H(H%+">) %A".1-".3"F)"
VS 3" &I*6)2& L ($++64C. 1.()%635+%6") 4" ($+"M)%+"&14C. (&) 1"+NH. (&) 1Q

Headline inflation"SHCC&IF"(JF+($+9%"($+"/.&1"4+)(HS-HPBM)/*) 1+1("">+"*%p++1("
o+ 4+%6%+-"%o+ HC("'4)%"$+.-C&L+"BAMEXQ 1" BAH "%+ HC("M) 1(.&1"1) "HY%*%& + K" %+AC+M(&LF"($+"
VI&L.1("4+.(HY%+"4%)/" ($+"1)-+C" 4)%" ($+"* % &TNEPIM)/*) 1+ 1 (") %+") %" C+"&1"*96)*)% (&) 1"()"

&14C.(&)1K"&1MCH-&1F"($+"%)>+0%4HC" +. )" ORBIRK"Sp+/.& 1" &F1&4&M.1("&1"($+"+NH.(&)1"4)%"
$+.-C&1+"&14C.(&)1".1-"2%).-C3"*9%6)*) % (&) L YT (Be2+">+&F (") 48A))$+"2. A+ (K">$&C+"($+"

(%) 1F"&/* M(")4"+6M+"/)1+3"F%)>($")1"1) 1948 14C.(&)1".C")"M.%%&+")2+%Q""  C($)HF$"1)("

ot *)Uo(+-"$+0o0+K" ($+".'3//+(%&M"%o+.C"+6MS. LF+"%. (+".1-"%.&14.CC " +A4+M("1) (+-"&1":. 2C+"1" 1-"]"%+
*0p+'+1(K".C($)HFSK">&(SIHIE C+2+C")4" (.(&'(&M.C" &F 1EQENLMMEM. 1"+ ++1"&1"g XhK"($+"
-3LI&M™ ((+%1™) 2" +%2+-"+.%C&+%".C')"M.%$6 D S9o) EEL+"& 14C (&) 1c"2+3) 1-"($+"+.)1.C"

* ((+%1K"($+")1C3") HYM+")4"*+04' &' (+ 1 M+"&& BUC-GR L HVI)/+"4%)/"") [+"/&C-" (&MA&1+""&1" M) %o+"
&14C.(&)1Q™

51+"48&1.C"4+.(HY%+") 4" ($+'+"%+HC (M) LM+ (99N LF+"%6. (+Q "5 1M+">+"$.2+"M) 1 (%) CC+-"
£)%"&("+AA+M(") 1" ($+"*. "I (SYYMFSL) %6C-"4))-". 1-"4H+C U@ N+($+"%) C+"&("*C.3"&1"
+(+96/&1&IF"($+"+NH&C&?%&H/"-+/.1-"4)%"/) 1B A9 28I6(H.CC3"1)L-CLEE -+*+1-+1("$)%(9
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Wony & ($+9%6" " @E"1)%"($+"@.1A") 4 "MH%%-+1(C3"%+*)%("/) L(SCEIFENH()%")4"1)19.F%&MHC(H%.C"
+M)1)/&M" M(&2&(3Q™7("&"*)"&2C+"()"M) L' (AN C-(H&R 1-+6")4"&1-H' (%&.C"*%)-HM(&) 1"4%)/" ($+ " @E"
NH.%(+96C3"8<S"+%&+'d"*%+C&/I&1L. YEB-NEB2+"1) ("3+ ("F+1+%. (+-"H+AHC "&L'&F$(Q"Q"7("/.3"2+")"&?2C+"
O"H+"($++"-.(."0"M) L (%HM("."98) (Y H(H("F.*"4)%"M)%-+"& 14C (&Y IQAE% 1. (&2+">+"M)FH(+"($+"
+2&.(&)1")4"($+"%+.C"+44+M(&2+"%. LF+"+6M$. L &Y ANHEACRP Y & H/" PH (A8 1)(&F 1&4&M. 1("%) C+"4)%"
($8"2.%8&.2C+"&1"($+"M)%+"&14C.(&)1"+NH.(&)1Q"

L



%H1"%)C+"4)%"($+"1)/&1.C"+6M$. 1F+"&1" . 1&) (IS HEH. (&) 1'K"+6M+*("2+%3">+.AC3"($%)HF$"M)%+"
&14C.(&)1"0'++"g#h".1-"§#hPQ

F< GL1*-'C#$1*#H"-)B(),#")*4"*(1,"#,(&#"

S8 [-&. (") PR+ M(&2+") A" ($&"* *+96"$. " 2+-GITPH (&F. (+"($+"&14C. (&) 1" %)M+""&1":. 1;.1&.") 2+%"
S+ (M. +Q™ 71" ($& Yo+ *+M(">+"$. 2R )L. 2C3"HMM+"4HCc" ($+"+M) 1)/+(%&M".1.C3'&™
)44+9%" " +(")4"&14C.(&)1"+NH.(&)1"($.("&>AUB2IK3E& 1 F"-+F%++") 4%+ M&'&) 1K"."*C.H'&?C+"
M$.%.M(+%8&;.(8&)1")4"($+"/.&1"-+(+%/&1 &LAB"(&)1"&1"$+.-C&1+"*%&M+" . 1-"&("*%&1M&*.C"
M)/F)1+1(Q™ "LH/?+%")4"*H:;C+"PBA">&($" ($+".1.C3'&" . 1-">&($*"H1-+%C3&1F"-.(.Q""D)%+)2+%"
N4 ($H Y+ HC (" %+ H1-+18.2C3"4%. F&C+CNBECEBIGI&M. IM+")4" %+ HC("&"1)(".C>.3"$&F$". 1-"
&("%+.&1™ 1"y +1"NH+'(&) 1K"4)%"+6./*C+E"WYBH' (" ($+"+'(&/. (+">&CC"*%)2+"()"2+")H(")4"

LHCHQM AN LH(S+CH™($+".1.C3& ) &L(" () LH/2+%") 4" %+.)1.2C3"%) 2H'("M) IMCH'&) 1">$&M$"$.2+"
-&%+M("&/*CE&M.(&)1"4)%"*)C&M3Q""

V&Y' (K1) 1+3"F9%)>($". 1-"$+ LM+"($+" (. IM+")4" D3 () C&M3"/.((+%"4) &R LS & 1" ($+"C) 1F"
0oH1".1-"&1"($+"$)%("%H1Q" :$+"(%.1/&"&) LTRS+'&14C. (&) 1"& " *%&1M&*.CC3"($%)HF$"M)%+"&14C. (
2H("1)("+6MCH'&2+C3")d"/)1+(.%3")%"-+/.1-9'&-+"+44+M(".C')"4++-"4))-". 1-"4H+C"*%&M+"&14C (&) LK"
* 96(&MHC.%C3"&1"($+"$)%("%H1Q" E+M) IR B HAK"(B)/*) 1 +1(")4") 2+%.CC"&14C.(&)1"99"4))-"
*0p&M+"&14C.(&)1"99"&""+0%6+-)/&1.1(C3"-%6 &P+ (L FHEMHC(H%.C"H*C3"$)MA'K"+06)6&+-"23"
+28.(8&)1")4"%.&14.CC"4%)/"&("'C) LFI%H 1 * FBHBLI"D($%6) HF$"496)/">) %C-"*%&M+"4)%"4))-"
1-"4H+CQ"":$)HF$"(.(&' (&M.CC3"&F 184G (K 1($H'8 18" &) 1" 4%)/">) % C-"4%)/" % &M+"&"
%+C.(&2+C3">+. A" 1-")/+>$.(".(+1H.(+-K".C($) K-S ™" ($%) HF $"& " HMS$™ (%) 1 F+%">$+1">) % C-"
*Y&M+"%6&+"($.1">$+1"($+3"4.CCQ "' BES. CP4&I+44+M(".%+" (%) LF+%6"($+"MC)'+%6"-)/+'(&M"

1. %A+(" %+"()"*%&1IME*.C"+1(%+*m("C)M.(&) BEHBIS 1 "<.%"+"E.C../Q"":$&Y%-K" ($+"+44+M(")4"

O+ (&M H*C3"M) 1-&(&)1™) 1"4))-"*%&M+"&1ACEERY I S+" . 3//+(%&M"+44+M(")4" (%.-+"*) C&M3"&1"
1. 1&.d">$&C+"4))-"&/Yo(" **+.9%"()"%o+*)1-"06+.") 1.2C3"%.*&-C3"()"-)/+'(&M"*%)-HM(&) 1""$)%(9
4.CC'K"($+"M.* M&(3"()"+6%)%(""HY%*CH"4))- 198" HNU&" ) Yo+"TH(+-")"($.("/. YoA+(".-RH'(/+1("

&1"($&" M.+ )MMH%" ($%)HF$"4. CC&LF * %8I KB (VS G- o+ HC (" *+.9%"()"$.2+"&/*)% (. 1("

JHM$"MC)'+%".1.C3'&")4"%+F&)1.C"* b & R+ E1U)PIHEL /) C&M3"M) IMCH'&)1""M. 1"2+"-%.>1Q""
V)H%($K"$+.-C&1+"&14C. (&) 1"+6$&2& (" (%)&BR W EC+M(&LF"($+">&($&193+.% % &M+"-31 /&M"& 1"
4))-Q"")194))-"&14C.(&)1"&'K"23"M)1(%.'(K"2%)+03'0QY'V&1.CC3K *%b&M+"&1":.1;.1&."&1"F+1+%.C"
Yo+"4C+B&2C+K")%+")"4)%" (S+" A %F 3" H29M)/*) 1+1 (" ?2H("#2'&1"($+"(%.-&(&)1.CC3" (&MA39
*&M+"-)/.&1"4"M)%+"&14C. (&) 1" ($+%+" & IR (B4R (+ IM+Q™"E)/+") 4" ($+" -RH (/+1("()"
+NH&CE&?%&H/".%+")/+>$.("*06)C) LF+-K"?H("M)E&$S)E"E€%%)%IM) %%+ M(&) 1"+44+M('K"&14C.(&)1.%3
'S)MA"-&"&*.(+"%.*&-C3">&($"$.CAOERR'CE((C+"/)%+"($.1") 1+") 1($Q"""

S+ M) IMCH'&) 1" L+-"()"2+" (+/5+%+-"23" (S $+%6"M) 1'&-+%6.(8) 1'K".CC")4">$&M$"$)HC-"
*06)2.2C3"2+"M)1'&-+%6+-"& 1"4H(H%+">) Yo AQUIEIHBE($1Y6">) %A"8. " Yo+ NH&Y6+-") 1"($+"" H*C39'&-+"
175, "9($%6)HF$"+44-+M(")*+%.(&1F") 1"M) %6+ "8 LA (AR CC4&(")4"($8 " +NH.(8) 1"&"))%". 1-"($+"

LG4 &1 ("4 (&L (+")4" ($+"+6MS$. LF+"%. (+"0'+ & IBMG(B". %+"C)>d"."/) 1($9() 9/) L($"-+*%6+M&..(&)1")4" ($+"
1)/&1.C"+6MS$. 1F+"%. (+")4"IL"*+%6M+1(">)HC-"& 1MUY, +-"&14C.(&)1"%. (+"23".%)H1-"LQX " *+ %M+1(.F+"
9&LQ™




2+IM+")4".13".%28(%. F+"+44+M("M)H1(+ %8 MHEKE 2@ ¢ "& 1" *+1-&6" T 7K"($+%6+"&""NHE&(+"
(%) 1F¥ $1+'2+0$42&-+1M+"HFF+'(&1F"($.(")44&ME&.CIBRNIH(&M.CC3"2&.. +-"-)>1>.%-'K"
+4+M&.CC3")2+%"($+"48%'("$.CA") A" ($+"-+M. QL BYINVIRE " ()")/+"+6(+1("&1")H%".1.C3'&" " 2H("&("
SYHC-"++/"+1'&?2C+"?)($" ()" H?R+M(")H%".1.C3'&"()"/)%+"+1'&(&2&(3".1.C3'&" M%) """ H?9' /[*C+"
A-K'S$+1"&(" M)+ ()" 4)%+M. (&LFK"()"?. +" 4R EM"$) % (+%6"$& () %&M.C"-.(."*. 1K"*)"&?C3") 1C3"

496)1" Yo)H1-"1&-9-+M.~+K" A(+%6">SEMS" ($+"(Yo+ TH*BENET **+.%6"()"$.2+"))-+%. (+-Q"":$+"4&1.C"
*06&)%&(3"/)-&4&McbR)Etns the definition of ‘world prices’. ,("*%++1(K")H%"/)-+C"&1MCH-+"

[+ HYo+") 4" ($+"-+28.. (&) 1")A4"-)/+' (&M"4))-". 1-"HE " *%&M+"4%)/">) % C-"+%&M+"&1-&M+"-+%6&2-+-"4%)/"

4)%"4))-K">$+%+"($+"%+C+2.1("+6(+%61.C" % &M1& ABYHC-"*0%6) 2. C3"2+"."%+F &) 1.C"%.($+%"
($.1".">)%C-"*%&M+Q""") " HM$"/+.' HY+EL P62 .&C.2C+"2H("M)HC-". 1-"$)HC-"+0%)?.2C3"?+"
M) L' (YHM(+-"4%)/"($+"1.(&)1.C"-.(.")4" 1+&F$?)HI&1F"M)H1(%&+Q"

@+3)1-"-+2+C)*&1F"."M)$+%-+1("-+M%E*(&) 1 M (HVoMD3"&14C . (&) 1.%3"*06)M+""&1":. 1;. 1& . K" ($+"
+1-H%&LF"2.CH+")4"($&™.1.C3'&" "%+ (") 1"+6(+1("()">S&MBOE M Bank of Tanzania’s
M.*.M&(3"()"4)%+M.'("4H(H%+"&14C.(&)1Q" BE((EYBMI®E M. (&1F"&1".1;.18."& " &1"&(""&14.1M3". 1-"
&"MH%%+1(C3"2.'+-")1".""/.CC"+(")4",[7D K &IE&+"/)-+C'Q"™" [7D,")-+C")44+%" "2.CH.?C+"

2. 4+C&L+")%" Yo+ 4+%+1M+"+(")4"4)%+M. ("2 H{MEM){KB"-)" 1) ("+6*C) & (" ($+"%&MS+%"&14)%/.(&) 1"
S ("HL-+%*&11&LF" ($+"+/&9'(Y%HM(HY%.C"/)-+C"+&&! (B&™* *+% Q" @H("+6*C)&(&1F"($&" .--&(&)1.C"
&14)%1.(&)1"()"F+1+%. (+"4)%+M.'("4%)/"M)1-&(&)1.C"/)-+C")4" ($&"4)%/" 2%&1F"&(")>1"M$.CC+1F+'Q™
D)'(")?2&)H'C3"&("-+*+1-") 1" HY%" . 2&C&(3"()"-+2+C)*"."M)$+%+1("*%)R+M(&) 1"4) %" ($+"2+M()%") 4"
+6)F+1)H"M)1-&(&) 1&1F"2.%8&.2C+ Q™" 1"&/MIWLLL(")A" ($+"/)-+C&LF" (%.(+F3".)*(+-"&1"

(& *+96"$. " 2++1"()"%+C3". " IHMS"."*)"&2C+")1"-.(."($.(". Yo+ "F+1+%. (+-".("$&F$"4%+NH+1M3K"&1"."
(&/+C3"/.11+%". 1-K"()"($+"+6(+1("*)"&?C+K"M.1" @22 +"%+.-&C3"4)%+M.'(Q""D)'(")4" ($+"2.%&. 2C+"
>+"$. 2+ H'+-" %o+ *H2C&'$+-"*068)%" ()" 9 NHELIE" ($+"H1-+%C3&LF *%&M+"-.( K">$&MS" . %o+"
HHPC&'S+-" 406)6&/.(+C3"(>)">++A" 4(+%" ($+"/) 1(SDFIB) %6 C-"*%&M+"-.(."04)%"4))-".1-"4H+CPK"
+BM$. 1F+"%. (+". 1-"/) 1+(.%3"-.(."%+".CC"*%)-HM+-">&($& 1" Yo SECP&1-) >K">$&C+"($+":D,"
%.814.CC"-.(."4)CC)>">&($"."$)%("C.FQ" IR BHe-+.-3"+68'("2.%68)H" . YA+(92."+-".1-") ($+%"
4)%+M.(""4)%">)%C-"4))-". 1-"4H+C"*%&M+"J2HUL($"4) %+ M. ("$)%8&;) 1" ($+'@. 1A"&™
M)1'&-+%&1FK">$&C+"($+"@.1A"&('+CA4" . CI+4FN96-9C)) A& LF Yo+ +9%62+"/) 1+(.%3"+9%6) F%.//+"
4%)[">$&MS$"2%).-")1+3"M.1"2+"4)%+M.'(QLEIR) %" +6M+*(8&)1"&™ ($+"/) 1+3"/. %A+ ("+%%) %9
M)%%+M (&) 1">$&MS"&"-+06&2+-"4%)/". 1"MI+BUEI&HAIH. (&) 1"+ (&/.(+-".("."NH.%(+%C3"

A)MH'&LF")1"&/*C+"2+C)ME(3"+(&/.(+' Q" P4 (BRTEK ">+">&CC" ($+1"$.2+" " HA4EME+1("-.(."()"%+9
+(&L.(+"($+"(%HM(H%.C"&14C.(&)1"+NH.(&YACR Tk CO(&/+"-.( K" ($+%6+23"*96) 2&-& 1F"."*%.M(&M.C"

&1"-+2+C)*&1F"."4%./+>)%A"4)%"4)%+M.'(&1F".1-"4)%+M.'(9+2.CH.(&) 1"-+4&1+" ($+"1+6("(.F+")4" H%"
%+'+.9%M$")1"&14C.(&)1Q"



Appendix I: The NBS price data
S%EM+"&1-&M+"M)CC+M(+-"23"($+"*.(&) 1 E:@HKEAA V4™ '+-") 1" )H'+$)C-"@H-F+("EH%2+3™

O’ @EP")4">$&MS" ($+90+"$.2+"2++1"48 2+ LTI+ MOBRAMP" +06&+"H'+-"& 1" ($&"* *+96" o+"($+"
E+*(+/2+%"ILLI"%+2&'&)1")4"($+"#S7"2.'+-") 1"(BH)@"ILL! Q"' B+"*C&M+"($+'+">&($"($+"1+>"+%&+"
#ST*H?C&'$+-"23" @ E"4%)/"SMI()R%-I6" 2. "+-") 1">+&F$(""4%)/"($+"ILLZ" @EQ™'S%&M+"-.(."4) %"
($+"1+>""+%&+">+%+"M)/*H(+-"4%)/"'SM() 2+ Yo H LM ($+" %+ 28 +-"%. ($+%"($.1") %&F&1.C"-.(."4) %"
($+"*+%&)-"4%)/"5M() 2+%"ILLW" () "E+*(+/2+%"IL!!Q"

D) (+-K($+")%&F&1.CC39%+C+.'+-"#STH+YARH TP, @E">+&F$(">.""H?R+M("()"."/.R) %"
%+2&'&)1"&1"ILLIQ""'S%)/*(+-"?3"M)1M+% 1" 4B )("($+°%& 1-+6".**+.%+-"()"?+"3'(+/.(&M.CC3"
H1-+%+'(&/.(&1F"&14C.(&)1K"($+"7DV"M)1-HM(+)4"%e2ki+>" (.\"M)CC+M(&)1"/+($)-"'4&1-&1F"($.("
procedures for handling ‘outliers’ and other technical errors in compilation were imparting a
'‘&F1&A&M.1("-)>1>.%-"2&." ()" ($+"#S7Q""V)IPIEAM (&) LK" ($+"#S7">." Y% +M)/*H(+-"?.MA"()"."2.'+"
)?'+%2.(&)1")4"G.1H.%3"ILLI">&($"($+"M) %Y S -?+H& 1 F".- ) *(+-"." ($+")44&M&.C"#S 7" +%&+'Q™"
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Appendix Il: Some concerns with the CPI
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Appendix Ill: Pass-through: some spatial evidence
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Figure 1: Annual Inflation vs Target
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Figure 2: Inflation in revised CPIl and components
January 2002 to September 2011
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Figure 3: Inflation in revised CPI and components
January 2002 to September 2011
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Figure 4a: CPI and Core
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Figure 4b: Real food and energy prices
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Figure 5: Monetary disequilibrium measures
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Figure 6: Relative Price of Food
Relative price defined as [Ptza/E.Pworld]
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Figure 7: Relative Price of energy
Relative price: [Ptz/E.Pworld]
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Figure 8 Domestic and World Energy Prices 2004-2011
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Figure 10 Mean monthly rainfall by region
mm per month (average 2000-2010)
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Figure 11 Rainfall proxy for agricultural output gap
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Figure 12 Estimated Seasonal Pattern by Inflation Index
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Fig Al: Alternative Food price indexes

100
|

f

-50

2004m1 2008m1

Dar es Salaam: constructed
NBS food price index

All-Tanzania: constructed
— World food price index

Source: NBS and World Bank GEM system

N'VEFHOo+" I"81" #*+1-86"I"4&F'Q-)p"

X



Figure A2: Average non-food inflation by commodity
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Source: NBS, non-interpolated data.
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Figure A3: spatial distribution of adjustment to Food RER
ecm estimates by region from mean group estimates
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TABLE 2: Food Price Inflation

Sample: Jan 2002 to June 2011

Dependent variable

"H#A@)-11/>+.))*+B<,N;+,-./01,)- " 1# $ 1% 1& r I(
t-stats based on robust s.e.
Lagged inflation
1))*+,-./01,)- 213#4 56#"( 56#5% 56#"# 56#"% 56#"'$ 56"7$ 56#"
2%6%(4 2$6584 2%$6%"4 2%$6"$4 2$6"(4 2#6874 2$6"4
213%4 356#58 356#5" 356#"& 356##% 356#"$ 356#5' 356##8
2$65%4 2#6754 2$65'4 2%$6"74 2$6"%4 2#6874 2%$6#8&4
9)-3.))*+,-./01,)- 2134 56#&7
2#6784
- <=>+,-/01,)- 2134 56"'8 56"$$ 56"$& 56"'5 56"5& 56"#$
2#6(74 2%$6"%4 2$6$&4 2#6($4 2#6'H#4 2#6784
?)<;+,-./01,)- 213%4 56"7" 56"&' 56"#' 56"&( 56#5% 567
2"6#4 2"'65%4 256(74 2"6584 2"6&54 256('4
Deviation from anchors
Money
2@3@A4 213%4 56&8# 56&$7 56$7# 56#75 56(5" 56'$# 56&"$
2"6%%4 2"6%$%4 2567%4 256'&¢4 2"6(%4 2"6&&4 2"6"#4
Food
2B.3B.A4 2138&4 356%"$ 356%™ 356%5# 356%5& 356%#5
2%6$'4 2%6#"4 2#6"%4 2%6$%4 2$6%54
2B.3B.A4C# 2138&4 3565"#
2"6(54
2B.3B.A4+D+5 213&4 565%( 356"$5
256"84 256%84
2B.3B.A4E5 213&4 356'5% 356%77
2$6"$4 2#6%54
Energy
2B;3B;A4 2134 56#%( 56#%# 56#"7 56#'$ 56#7
2#68#4 2#68#4 2#6$84 2$6#'4 2$6#8&4
2B;3B;A4D5 2134 56#88 56$57
2"67'4 2#6"84
2B;3B;A4E5 2134 56"#$ 56"&8
256'74 256754
Rainfall
2<3<F0<4 213#4 3565(% 3565'7 3565'( 3565'%
2#6($4 2#68&#4 2#68#4 2#6%"4
2<3<F0<4D5 213#4 356"7" 356"(" 356"%
2%67'4 2%$6&(4 2#67%4
2<3<F0<4E5 213#4 565%$% 565#& 565"
256"4 256%84 256#(4
Short-run factors
GR)HLI+/)=+3# 213%4 56"#" 5657& 56"5% 56"'& 56" 5657% 56"#'
2#65%4 2"6&%$4 2"6'84 2"68%4 2"6754 2"6"4 2#65#4
9;1+KGL+BM<NI0O;0+
P$6 213%4 5655' 5655% 5655& 5655& 5655' 5655'
2"6%'4 2"6554 2"6"84 2"6#54 2"6&8&4 2"6&'4
Dummy variables
*5'@( 3&865(5 3&(6'%' 3&'6##T 3&&6%#7 3&'6"7$ 3"6"# 38&6"&"
276%54 276&&4 276%(4 2765'4 2"565#4 2"%658&4 276%&4
*SH@S@% '67# 863%' '678% &687" 7677# "65#" (68&8
2'6'&4 2'67'4 2'6($4 2"6$#4 2#6%"4 2#6($4 2"6(%4
*5@7 3#56H#7" 3"(6(#( 3#"6%88 SHHEHTH 376&57 3"5658& 3"$687&
2%$65"4 2#6&74 2#67%4 2$65(4 2"6"(4 2"6#74 2"6&54
N)-O010-1 %67%" &6$#7 %657( "68(# 86&(7 86(&" &6'7%
2#68"4 2%6#(4 2#6$84 256(84 2%6574 2%6"&4 2"6"4
9 "7 "7 "7 "7 "7 "7 "7
<# 56(% 56(% 56(& 56(& 56(' 56(& 56("
Q*R+3+LOS 56'( 56'8 56'8 56'8 56'7 56'7 56'7
Diagnostics
T3U+9)<@0/,1> 56#8 56$% 56#8 56#8 56#( 56%' 56#8
PJ+" 567% 5685 567" 567# 567% 568# 568#
PJ+% 56'( S56## 56#5 56## 56%# 56%# 56%'
QL?V+" 56%' 56%$ 56%% 56" 56$ 56%7 56&"
QL?V% 56#& 56%% 56% 56$# 56"7 56## 56"7
UW+V;11;01 56#5 56"% 56"$ 56#5 56" 56"$ 56"
130;00)-0/ 5655 5655 5655 5655 5655 5655 5655

Notes: I"#$%&'%(%) %)*'$+(',-$./$0,%, 1."* -('%)*$*./') %, /%$ % (/-(1-$,11. RA$L3HH,'$45%6 845 KBABFSE5%06 &45%& 36 2$!94$:;,14#$-,1.%,' $<=$%, ' %$
OM1)N)<<;/01,)-+01+/0=+"+1)+XY++QL?VZX[+*;-)1;0+PJ+1;01+).+\;<)+0M1)<;=<;00,];+N)-*,1,)-0/+1;1;<)ON; *0CRV, N/t K4y AP @+ 1)+ XY +UW
+U<;MONI3WO0=0-+1;01+).+0FO;-N;+).+1;1;<)ON;*001,N,1>Y+K_3NKM1;01+1l;+-M//+.)<+;<<)<+-)<@0/,1>6+29p{}-QIHS; 8 O Mt M @B+ +
+]0<,0F/;0+2N);..,N,;-10+-)1+<;B)<1;*+0F)];46+!3K:QK 9QP+*;-)1;0+!31;01+0=0,-01+R),-1+0,=-,.,NO-N;+).+0;00)-0/06++K;;+!, =M<;+"#



TABLE 3: Energy price inflation

Sample: Jan 2002 to June 2011

Dependent variable

5=CB)*!130%2))(%D+1L'%1*23%!1)* E1 E2 E3 E4
"HISIHY&SH' (%) *Yo+) & #1%ot-'-
Lagged inflation
F+/0%1*23$!1)* 41"56 7-789
45-7:6
41,6 "7-57,
45-<86
A341"56 7-577 7-57< 7-57
45-::6 45-8;6 =7
>))(%1*23$!1)* 41"56 7-5:5 7-5:?
45-976 45-9=6
41"<6 7-5?27 7-5?7
45-<<6 45-<<6
41":6
J4I"56@4!"<6 7-5A< 7-=7
=-<56 =<
Deviation from anchors
Money
4B"BC6 41":6 7-595
47-=:6
Energy
4D™D'C6 41"56 "7-?27A "7-?75< "7-?2=7
4<-<:6 4<-A?6 4<-:;,6
4D"D'C6E7 41"56 "7-¢
4<-<<
4D"D'C6F7 41"56 "7-<
45-;7¢
Short-run factors
G+)H!%3)/%J=
A2(!"=6 5-5=; 5-78A 5-5<; 5-5<
45-9;6 45-9=6 45-9?6 4!
KLI$*/'%+$!'"%('D+'L1$!1)* 41"56 7-798 7-
47-A?6 A47-}
Dummy variables
(79BA "z=-;<< "=5-9A "==-8: "=<-2:€
4=-:6 4<-;96 4,-596 4;-¢
(7=B<B; "8?-88<  "89-5A5  "89-95?  "87-7°
459-=96 459-8?76 45:-=A6 4t
(57B8 "=<-5A8  "=<-77; "==-789 "=;-5/
4=-<76 4=-,56 4=-=86 4
L)*#1$*! 7-A:< 7-:95 7-=99 5-A8,
7-=< 7-=A 7-7: 734
M M 5=7 5=7 5=7 5=
+= 33 7-A 7-A 7-A 7-
N(O%"%P#Q $1L 7-<9 7-<A 7-<A
Diagnostics
R"S%M)+B$31!0 7-77 7-77 7-77
TJI%5 7-8A 7-8A 7-88 7
TJ%; 7-5 7-< 7-A< 7-8
NPUV%5 7-3; 7-? 7-? -<
NPUV; 7-77 7-77 7-77 7-
SWo%V'II'#! 7-7= 7-7= 7-7< 7
S"HSH)*$3 7-?27 75 7-:A 7-1=

Notes:%XY"%Z$&3'%=[



PUHSUE" () *+, 6. 012-% .4

Sample: Jan 2002 to June 2011

3,4,.5,.261+170,

)8 )9 ): )"
I"HISIHYRSH (%0)*o+) &, HIVoH-'-
$1;;, 5k /112-*.
U)+'%61*23$!1)* @"56@4!"=6 7-587 7-5: 7-587 7-5:8

>))(%1*23$!1)*

4=-986 4=-976 4=-A56 ‘

4" 1"=6 "7-TA; "7-TA= "7-TAA "7-7
4=-596 4=-7?6 4=-=76 Z
X+/0%1*23%!11)* 41"56 "7-
47-:9¢€
41"<6 "7-7;
45-=8
3,6-12-* _i/+*<<il .=>*+?
@*.,A
4B"BC6 41":6 7-<<? 7-<?9 7-;
45-?786 45-9:6 45-
4B"BC6E7 41";.6 7-5A:
47-:<6
4B"BC6F7 41":6 7-,99
45-==6
B>*+20+D . 4/1=2*+?
G+)H!%3)/%J= 4" 1"56 7-: 7-:87 7-988 7-A9:
4=-=76 4=-=A6 45-886 ¢
KLI$*/'%+$!"%('D+'11$!1)* 41"=6 7-772; 7-7?7<
45-<;6 45-<76
3D<<Ai61+-170,?
(79BA <-==9 <-A98 <-? ;-A8¢
45-786 45-5:6 45-<=6 4
(7=B<B; "5?-A:;;  "b?-<7  "B59-;?; "5-A=<
4=-:96 4=-:76 4<-556 4=
(57B8 ?-T7A 7.2 9-?:A A-77"
45-5A6 47-8:6 45-;76 47-
L)*#!$*! "7-885 "7-97< "7-7:5 7-7<
47-?A6 47-<76 A47-7?6  47-
M 5=7 5=7 5=7 5=
+= 7-=8 7-=8 -= 7-<
N(O%"%P#Q 7-59 7-5? 7-5?
3-1;.%72-=?
R"S%M)+B$31!0 7-75 7-77 7-75
TJI%5 7-<A 7-<A 7-:7 7-
TJ%; 7-A: 7-A: 7-A7 7-C
NPUV%5 7-7 7-? 7-<= 7
NPUV; 7-A= 7-A; 7-A= 7-
SWo%V'II'# 7-7: 7-78 7-7A 7-
S"H$H)*$3 7-?72< 7-?7? 7-?72< 7-

E*2,2(%XY"%Z$&3'%=$[



I"HSY6& (&)*+,-.[*&.10-+1.2/

Sample: Jan 2002 to June 2011

3*4*[ */1&5+6.+7-*

12*monthly food price inflation )8 )9 ):
t-stats based on robust s.e.
$+;;*,&./0-+1.2/
Headline inflation 4"t-2) 0.183
(2.86)
Food inflation 4"t-2) 0.107 0.105
(2.58) (2.55)
Energy inflation 44'%-1) 0.074 0.075
(3.22) (3.30)
Core inflation (t-2) 0.229 0.241
(2.45) (2.62)
3*5.+1.2/&062<&+/=>267
@2/*A
(m-m*) (t-3) 0.601 0.491 0.489
(2.25) (1.94) (1.93)
B22,
(pf-pf*) (t-5) 0273 0271  -0.273
(3.22) (3.32) (3.36)
%/*6;A
(pe-pe*) (t-1) 0.055 0.056 0.058
(0.92) (1.00) (1.02)
C+./0+--
(r-rbar) (t-2) -0.039  -0.039  -0.038
(2.03) (2.16) (2.11)
D>261E6F/&0+=1267
Lagged money growth 4t-3) 0.038 0.020
(1.32) (0.71)
3F<<A&5+6.+7-*?
doem7 -34.477 -39.210 -40.232
(3.83) (4.55) (4.75)
d02m3m4 -10.619 -13.392 -12.172
(1.64) (2.16) (2.05)
di0m9 -7.679 -10.878 -9.825
(0.82) (1.21) (1.11)
constant 6.766 5.906 5.857
(8.73) (7.28) (7.26)
N 119 119 119
r2 0.65 0.69 0.69
Adj - Rsq 0.58 0.62 0.63
3.+;/2?1.=7?
J-B Normality 0.06 0.04 0.04
LM 1 0.04 0.46 0.48
LM 4 0.25 0.74 0.73
ARCH 1 0.82 0.67 0.74
ARCH4 0.78 0.45 0.47
BP Hettest 0.95 0.81 0.86
F-seasonal 0.00 0.00 0.00

G21*?(See Table 2]



148968 (&#)*+&,-)../,/)0*1
#)*+&2-)..1, )01

Sample: Jan 2002 to June 2011

34 35 3 36 %7 %8 29 28 9 7
>)J)0<)0*&2+@/+K=)& 3-<& %0)@;D 2-@) )+<=/0)
816C.+8&%*?, D>#P" #+-*(&#. I"#$%& 34@8 343@< 34:55 8433
$+;;)<&/0.=+*/-0
R X (& 4/8012 3415 666
7.) (& + /1&012 3413 666 3418 666 3489 666 3411 666

1&0:2 03413 666 03411 666 03418 666 03415 666
4/8012 03411 66 03415 66 3413 ¢
082;/8&052 348< 66 3413 66
=HSE? kX (& + 18082 348: 666 ~ 3485 666 3481 666  348@ 666  348: 6 348@ 66 0343A
/1&052 03481 6
418082 3413 666
B.>" #+-*(&#.+ /1&012 348@ 66¢
/1&052 3411 348A 3415 6 348:
2082;/8&012 3453 66 3419 66
>)?2/+%/-0&.@-A&+0,B-@1
C-0D
/COC62 /1&052 343A 6 3483 6 3439 6 343A 6 348: 66 3
18&0@2 3485 6 348< 66
3-<
/D-0D-62 1&0@2 03418 666 03413 666 03418 666 03411 666
/D-0D-62,E,3 18&0@2 03435
/D-0D-62F3 18&0@2 0348G 66
%0)@;D
/D"0D"62 /1&082 348< 666 ~ 3489 666 3489 666 03451 666 343G
/D"0D"62E3 /1&082 348: 66 0341< 666
/D"0D"62F3 18082 343< 03481
E+/0.+==
[>0>H(>2 /1&012 0348: 666 03485 66 03481 6¢
/>0>H(>2E3 18012 03418 666 03489 666  0348A 666
[>0>H(>2F3 /1&012 343: 3435 3431
FB-@*G@HO0&.+*-@1
1>.J&%,*.$,K1 1&052 3483 3481 6 3439 6 3485 66 3439 6
4/8012 3481 6 3481 6 341< 66 341: 66
L"& MIN,DO>P%(Q"Q, 18052 343< 3439 6 3439 6
*($$"),=N,)" D>"P#(&#.+ /1&082 343@ 343@
/1&012 3485 6

I-9)1(&R8S,, T"&(,P."--#P#"+&Q,)"-#+"),(QiHSUBES KR ) %™+ -.-* t#$%*$/*0,-*-/0$120-3*45-66$4$-70%6.51*829):$*E=*/02732.3*3->$20$57
*56*0,-*3-7-73-70*>2.$29:-*2%30,-*/02732.3*3->$20$57*56*.-@.-/,
R1S,6U,66,U,666,)"+.&",83VU,@V,(+),8V,Q#$+#-#P(+P" *"W"*Q,>"QD"P&#W"*?



TABLE 7: Fuel Price Cointegration Analysis

Sample: Dec 2004 to July 2011

Phillips-Perron Unit Root tests HA,"-)$5G$.&*/$%55/$/)J/d
(Ho = unit root) "#$%"&' « ) 4)&,"-.) 1%"0) 1230, 32%0,
19%)&4 &5%/%)&4
657*&"-$)#08"&+)$%"/) )9l <1=1> <?@73 ; AB@7?<=1 C?<?1=D >@<B
%(t) <un <in 3 AB?3<33 ;<=31C 3C<=E3 31<C3 >
> ABEC<3 ;<3C>? <=C@3 =<EB
F5%-4$G.)-$H%*0) HGDY/: ;<3E>C D <B?1@ = ABE=<@= <h=?
Hf*(t) <nn <un
157)J/*0%$G.)-$H%*0) HGY/: ;<CEE; <B>?B K'&'$L$3
Hf(t) <un <o M&%)J/%*0/)4$05*&/)+%"/*&+$,)0/5% HG9/:$L$;<BB;HGD9/:N;<B>C)9/:NON.9/:
K)J/%*0/)4$05*&/)+%"[*&+$,)0/5% HG9/:$L$;<BCOHGDY/:N)9/:PNO$N.9/:

(K$/)JI$5&$Q)" $)#5+)8)*/R$5CIAYIIOUT+&/) +%"/*8+$,)0/5%$OHL;<>?BP

Note: D$4)&5/)J$J*+&*G*0"8&/$"/$12$



"#$%&" (&&)*+,&-./0+&%..1.&21..+03/14&&516+,

789:,+(&&;+0&<==>&31&7* @&<=AA

Dependent variable

12*monthly energy and fuel

price inflation Variable [1]
t-stats based on robust s.e.

(2]

Lagged fuel inflation t-1 0.1738 0.1775
(1.98) (2.05)
Lagged ER depreciation t-1 0.2693
(1.72)
t-2 0.3544
(2.33)
Lagged world fuel t-1 0.0657 0.0337
price inflation (1.78) (0.74)
Error correction ecmr
(p-p*) t-1 -0.2177
(5.57)
Positive ecmpos
(p-p*)>0 t-1 -0.1873
(2.99)
ecmneg
Negative t-1 -0.2991
(p-p*)<0 (4.72)
ER Depreciation
(positive) t-2 0.3841
(2.72)
(negative) t-2 0.3036
(2.08)
Constant -0.0126  -0.4255
(0.05) (1.21)
N 78 77
r2 0.69 0.69
Adj - Rsq 0.67 0.65
;/8B41C3/0C
J-B Normality 0.08
LM 1 0.53
LM 4 0.09
ARCH 1 0.92
ARCH4 0.40
BP Hettest 0.89
7@99+3.@&)D3+C3C
ECM (t-1) 0.04
Exchange rate (t-1) 0.75




Table Al: CPI Consumption Weights

HBS 2001 Category Weight HBS 2007 Category Weight
5,4 "##$ 5,,4230420,0J3+C,.,+/C2K7L78317? 1"%&'
P8/0Q?23042F,K3CC, "($ H+C,.,+/C2K7L38317?23042-,K3CC, ")
*+,-./01230425,,-6738 "% *+,-./01230425,,-6738 1"(&
E70-? 1"19% D,;?/01>263-78>27+7C-8/C/-M>213723042,-. 1"$:
5;7+2<,67823042=3-78 "I
5;80/-;8723042.,;?7.,+427@;/AB70- "9 5;80/-;87>2.,;?/0127@;/AB70-23042B3/0-7030C7 I
D,;?7.,+42B3/0-7030C7 "9
<787,03+2C38723042.73+-. "9 D73+-. "
E7C873-/,02304270-78-3/0B70- " E7C873-/,023042C;+-;87 1"l
F8307A,8-3-/,0 I"$& F8307?A,8- 1"1$#
R4;C3-/,0 1":( R4;C3-/,0 1"9&
*,BB;0/C3-/,0 "l:9
E77?-3;830-?23042.,-7+7? "l
O/?C7++307,;?21,,4?23042?78L/C7? 1"IO# O/?C7++307,;?21,,4?23042?78L/C7? 1"19%%
FGFHI 9" 9"




I"H$%8 () 8&*+,$$,-./1&*%0012832,485114&1%.4.
6"7-$%)&8&8"2&(99(8A418&8:29%6&(9;:;
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=%>%3$. J,0.4&G,FF%0%:

*0,2%.
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", $%&&- $%%
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@0010&A100%74,12&1%07.

140 $%$'- $%$$$
,1+0"12 $%$" $%$$$
,1+0(,3 $%$$- $%0$$¢
14, 4¥5H". $%$+6 $%:
14,4+12 $%$$& $U
14,4%(,3 $%$+7 $%:
14,4, 54" $%$$& $%
14.4,"12 $%$$6 $%:
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Iph log headline price index NBS

Ipf log food price index NBS

dlpn log non-food price index NBS

Ipe log energy price index NBS

Ipc log core price index NBS

leu log nominal exchange rate index BOT

Ipfuel log fuel price index NBS

Im2 log money M2 BOT

Isgr log net sales from Strategic Grain Reserve BOT

lpwf log world food price index World Bank Commaodity
Price Data (Pink Sheet)

Ipwe log world energy price index from World Bank online

Global Economic
Ipwfuel log world fuel price index Monitoring database.
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ecm2d

Irerf_hpc

Irere_hpc

anomun

Money (M2) market equilibrium

log real exchange rate for food
(Ipf-leu-lpwf)

log real exchange rate for energy
(Ipe-leu-lpwe)

deviation of rainfall from seasonal mean in
production regions

Adam et al (2010)

See text

See text

Tanzania Meterological
Agency
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